WILLIAM T FUJIOKA
Chief Executive Officer

September 9, 2008

County of Los Angeles
CHIEF EXECUTIVE OFFICE

Kenneth Hahn Hall of Administration
500 West Temple Street, Room 713, Los Angeles, California 90012
(213) 974-1101
http://ceo.lacounty.gov

The Honorable Board of Supervisors

County of Los Angeles

383 Kenneth Hahn Hall of Administration
500 West Temple Street
Los Angeles, CA 90012

Dear Supervisors:

SUBJECT

MEDICAL, DENTAL, LIFE INSURANCE, AND

DISABILITY PLANS FOR 2009
(ALL SUPERVISORIAL DISTRICTS)
(3 VOTES)

Board of Supervisors

GLORIA MOLINA
First District

YVONNE B. BURKE
Second District

ZEV YAROSLAVSKY
Third District

DON KNABE
Fourth District

MICHAEL D. ANTONOVICH
Fifth District

Recommendation to approve 1) medical, dental, life and disability plans premium rates
and benefit changes for represented and non-represented employees; and 2)
appropriate agreements and amendments for County sponsored health, dental, and life

insurance plans.

IT IS RECOMMENDED THAT YOUR BOARD:

1. Approve proposed premium rates for County sponsored plans as follows: (a)
medical and dental rates for represented employees for the period January 1,
2009 through December 31, 2009, as shown in Exhibit I, (b) medical and dental
rates for non-represented employees for the period January 1, 2009 through
December 31, 2009, as shown in Exhibit Il; (c) optional group term life and
dependent life insurance rates for represented employees for the period
January 1, 2009 through December 31, 2010, as shown in Exhibit lll; (d) survivor
income benefit (SIB) rates for non-represented employees for the period
January 1, 2009 through December 31, 2010, as shown in Exhibit Ill; and (e)
rates for Short-Term Disability (STD), Long-Term Disability (LTD), and LTD
Health Insurance plans, as shown in Exhibit IV.

“To Enrich Lives Through Effective And Caring Service”
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2. Instruct the County Counsel to review and approve as to form the appropriate
agreements with Anthem Blue Cross and Anthem Blue Cross Life and Health
Insurance Company (Blue Cross), Connecticut General Life Insurance Company
and CIGNA Healthcare of California, Inc. (CIGNA), Kaiser Foundation Health
Plan, Inc. (Kaiser), Kaiser Foundation Health Plan of the Mid-Atlantic States, Inc.
(Kaiser Mid-Atlantic), PacifiCare of California and PacifiCare Life and Health
(PacifiCare), and Delta Dental Plan (Delta Dental), for the period January 1, 2009
through December 31, 2009, and instruct the Chair to sign such agreements.

3. Instruct the County Counsel to review and approve as to form appropriate
amendments with SafeGuard Health Plans, Inc. (SafeGuard) for the period
January 1, 2009 through December 31, 2009, and Life Insurance of North
America (LINA) and Metropolitan Life Insurance Company (MetLife) for the
period January 1, 2009 through December 31, 2010, and instruct the Chair to
sign such amendments.

4. Approve proposed premium rates and benefit coverage changes for the following
union sponsored plans, as shown in Exhibit V, for the period January 1, 2009
through December 31, 2009: The Association for Los Angeles Deputy Sheriffs,
Inc. (ALADS), the California Association of Professional Employees (CAPE), and
the Los Angeles County Fire Fighters Local 1014 Health and Welfare Plan.

5. Approve a proposed increase in the Tobacco User Premium from $10 to $20 per
month for non-represented employees.

6. Approve an adjustment in the minimum County contribution under the MegaFlex
and Flexible Benefit Plans from $987 and $735 per month, respectively, to
$1,078 and $809 per month, respectively, to be initially reflected on the
January 15, 2009 pay warrants.

7. Instruct the Auditor-Controller to make all payroll system changes necessary to
implement the changes recommended herein to ensure that all changes in
premium rates are first reflected on pay warrants issued on January 15, 2009.

8. Instruct the County Counsel to prepare the ordinances necessary to amend

Title 5 of the Los Angeles County Code to implement the recommended
changes.
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PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

Purpose

The County maintains employee health, dental, group life, and other insurance
programs to provide benefits that promote the effectiveness, health, and welfare of its
workforce. The current agreements for all County and union sponsored medical, dental
and life insurance plans end on December 31, 2008. The purpose of the
recommendations contained in this letter is to implement negotiated agreements with
carriers to continue existing benefits and to adopt benefit changes for the 2009 calendar
year.

Justification

Overall Premium Negotiation Process and Results

County Sponsored Plans in General. The recommendations in Exhibits I, Ii, Hll, and IV
regarding the County sponsored plans are the result of intensive negotiations between
the health, dental, and life insurance carriers and the County negotiating team
consisting of representatives of the Chief Executive Office (CEO), Director of Personnel
(DOP), and the County's group insurance consultant, Mercer Consulting (Mercer). For
County sponsored plans whose benefits are governed by Fringe Benefit Memoranda of
Understanding (MOU) with SEIU Local 721 (Local 721) and the Coalition of County
Unions (CCU), the unions’ benefit consultants have had input into the insurance carrier
negotiation process.

Mercer's opinion is that the County sponsored plan carriers’ final negotiated rates are
justified. Mercer's opinion and the supporting due diligence is documented in
Attachments A and B.

In general, County medical and dental plans are rated by carriers based on the cost of
claims, claims trend and administration costs, taking into account the health risk of, and
the utilization of health care by County employees and their covered dependents. In
2008, there continues to be an ongoing pattern of increases in hospital and
pharmaceutical costs driving medical insurance costs upwards at a rate estimated by
Mercer at 9% in Southern California.

The County sponsored medical plan rates recommended in this letter, averaging 8.5%
for represented employees and 8.9% for non-represented employees, are slightly less
than the Southern California average. The underlying dental trend is more moderate.
Life insurance rates are guaranteed through 2010; however, because the County's
K:\2008 Word Chron\COMP\Board Letters\Benefits Board Ltr for 2009 - Version 1 (2).doc
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experience over the last year has been favorable, the premiums for optional term life
insurance and dependent life insurance for represented employees will be reduced 10%
for 2009 and 2010.

County Approved Union Sponsored Plans in General. The premium and benefit
recommendations in Exhibit V regarding County approved union sponsored health plans
were negotiated by the sponsoring unions and evaluated by the CEO and DOP
pursuant to the relevant provisions of the CCU Fringe MOU and County Code. The joint
CEO and DOP recommendations are provided later in this report.

Renewal Policy and Process. In accordance with the County policy, the County
negotiating team requires all carriers to justify rates and support proposed contract
terms for the upcoming plan year. The rate renewal process for 2009 (documented in
Attachments A and B) is designed to encourage full involvement and transparency
among all County, union and carrier stakeholders. The process involves production of
data by carriers as needed, identification, in depth analysis and evaluation of all material
underwriting issues in carrier proposals and documentation of due diligence and
financial results. All parties fully complied with the process.

Overall Results. Attachment C is a high level summary of carrier negotiation resulits that
compares the estimated actual total premiums from initial carrier premium quotes for
2009 with the final result after performance guarantee review, challenges to carrier
underwriting, benefit changes, and negotiation. Summary reasons for the negotiated
reductions are given.

Total 2009 premiums to be paid to health, dental, group life, and other insurance plan
carriers are estimated to be $882 million which represents $738 million for County
sponsored plans and $144 million for union sponsored plans. This is an increase of $65
million or 8.1% over 2008.

Total savings from initial 2009 carrier proposals is $5.4 million. Of that, $4.4 million are
negotiated savings from 2009 carrier proposals, and $1.0 million is from performance
guarantee refunds and rate credits.

Attachment C also shows the percentage increase for each carrier by cafeteria plan as
well as the total increase for County sponsored health, dental, group life and other
insurance programs. The increase in medical plan premiums estimated to be paid to
health carriers during 2009 will range from -3.7 % to 12.7% for an average of 8.6%,
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which is lower than the expected average projected Southern California increase of 9%.
The overall increase for dental plans will be 9.1% which includes benefit enhancements
that are employee paid. Optional and dependent life insurance rates for represented
employees for 2009 will decrease by 10% from 2008 levels.

2009 Premium Rates Recommended for Adoption

Recommended Rates. County and union sponsored health, dental, group life and other
insurance rates recommended for adoption are shown in Exhibits | through V. Unless
otherwise noted in this letter, the rates support existing benefits enabled by the
applicable MOU, or County Code provision. The rates shown in these Exhibits are the
monthly prices that employees will pay from County cafeteria plan contributions from
their own resources after County subsidies are subtracted from negotiated carrier
premium rates paid to carriers. For this reason, percentage increases in premium rates
to be charged to employees as shown in the Exhibits, in many cases, may differ from
the negotiated increases in premium to be paid to carriers as reported in the body of this
letter and in Attachment C.

Union Concurrence. Local 721 and management representatives voted in the Labor-
Management Benefit Administration Committee (BAC) to recommend the premium rates
and benefit coverage changes for employees represented by Local 721. The CCU and
management representatives in the Labor-Management Employee Benefits
Administration Committee (EBAC) voted to recommend the premium rates for
employees represented by the CCU.

Implementation of Strategic Plan Goals

The recommended actions are consistent with the principles of the Countywide
Strategic Plan by promoting the well being of County employees and their families by
offering comprehensive employee benefits.

FISCAL IMPACT/FINANCING

Each cafeteria plan, including represented employee plans provided by MOUs with
County unions, provides for a County contribution and, in some cases, an additional
subsidy to help pay the cost of insurance benefits. The current County contributions
and applicable subsidies for employee benefits mentioned in this letter, or changed
contributions, or subsidies recommended herein are included in the Fiscal Year 2008-
2009 budget. Employees pay for additional costs above and beyond the County
contributions and subsidies through payroll deductions.
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FACTS AND PROVISIONS/LEGAL REQUIREMENTS

The general facts concerning 2009 premium rate and benefit adjustments for County
sponsored plans affecting both represented and non-represented employees are stated
in this section. The details of each carrier's County sponsored medical, dental, group
life, and other insurance plan proposal, Mercer's evaluation, and Mercer's opinion
concerning their justification and terms of offer are given in Attachments A and B.
Unless otherwise specified, the term of offer is one year.

Represented Employees

Medical Plan Benefit Changes Affecting Represented Employees

For 2009, Local 721 has elected to waive co-pays for preventive care for employees in
Kaiser and PacifiCare medical plans. The cost of waiving co-pays for preventive care is
.65% of premium for Kaiser and .09% for PacifiCare. Preventive co-pays include
physical examinations, immunizations, mammograms, etc. The goal of waving co-pays
is to encourage employees to seek preventive care.

The CCU also considered waiving co-pays for preventive care. The cost of waiving co-
pays is .65% of premium for Kaiser, while Cigna agreed to waive preventive co-pays at
no increase in premium in 2009. The CCU agreed to Cigna's proposal, but declined
Kaiser's offer since Kaiser included a premium increase in their proposal. While the
CCU has requested that the co-pay waiver be implemented for CIGNA only, we do not
support that change. We do not recommend separate plan designs for competing
HMO’s within the same CCU Choices Plan population. Mercer concurs with this stance.

Medical Plan Rates Affecting Represented Employees

CIGNA Rates for 2009

CIGNA provides two different plans to employees represented by the CCU. One is an
HMO and the other is a point of service (POS) plan. The 2009 negotiated contract rates
for all CIGNA plans will decrease 3.7% after excess reserves in the CIGNA Premium
Stabilization Reserve (PSR) are applied to the premium.

Mercer's opinion justifying Cigna’s 2009 rates and supporting a transfer of excess
reserves from the PSR to reduce premium is included in Attachment A.
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Kaiser Rates for 2009

Kaiser's 2009 rates will increase by 7.9% for the CCU and 9.7% for the Local 721 plan.
The rates for the Local 721 plan include the change in plan design described above.
The lower renewal for the CCU is reflective of the higher starting point for 2008, which
included a 1.5% risk load that has been removed for 2009. The rates also reflect a
credit for a performance penalty.

This year Kaiser improved data reporting and provided a much more detailed analysis
of the renewal drivers. We will continue to monitor emerging experience and any rating
gains and losses in the next few years.

As we continue to implement a wellness initiative for County employees as part of the
Cost Mitigation Goals and Objectives (CMGOs) and beyond, the County and Kaiser are
sharing in the costs of the program. Certain elements of the wellness program are
included in the rates. Any funds not used will be refunded in the following year. Kaiser
is also funding and absorbing the costs of additional elements of the wellness program.

Mercer’s opinion certifying Kaiser's 2009 rates as justified is included in Attachment A.

PacifiCare Rates for 2009: PacifiCare provides two fully insured plans to employees
represented by Local 721. An HMO and a preferred provider organization (PPO) plan.
The 2009 negotiated premium rates for the HMO plan will increase 10.6% and the PPO
plan will increase 17.9% for an overall increase of 10.9%. Mercer’s opinion justifying
PacifiCare’s 2009 rates and recommendation is included in Attachment A.

Union Sponsored Plan Benefit Changes and Rates for 2009

Premiums for County approved union sponsored plans will also increase for 2009. The
estimated increase in premiums paid to carriers in 2009 on behalf of the union
sponsored plans is approximately $11.9 million. Proposed 2009 premium increases to
be paid to carriers and benefit changes for the ALADS, CAPE, and Los Angeles County
Local 1014 Fire Fighters Plans are summarized below:
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Summary of Union Sponsored Plan Changes for 2009
Average Increase
in Rates to be
Union Paid to Carrier on Requested Benefit Changes
Sponsor Behalf of Plan
Sponsor
ALADS 8.4% Increase Lifetime Maximum benefit to $5,000,000.
Change Mental Health/Substance Abuse provider and
benefits as outlined in Exhibit V, Enclosure 1.
CAPE 10.4% Add coverage for Immunizations and Periodic Health

Exams for Classic and Lite, PPO and Out-of-Network:
o $20 copay for Classic plan under PPO.
o $25 copay for Lite plan under PPO,
o 60% after deductible under Out-of-Network.
Reduce generic prescription drug copays for Classic
and Lite plans under PPO tier to $5 generic and $10 for
90-day generic mail order.
Add coverage for annual eye exams under Classic and
Lite PPO and Out-of-Network tiers for non-MES
providers.
Reduce office visit copay, add vision care coverage,
and increase carrier coinsurance for the COBRA PPO
plan as outlined in Exhibit V, Enclosure 2.

Local 1014 8.5% Increase In-Network coinsurance to 90%.

Increase individual lifetime maximum to $4,000,000.

Increase chiropractic benefits as outlined in Exhibit V,
Enclosure 3.

Include coverage for shingles vaccination.

Hearing aids coverage for children through age 19,
$1,000 per ear every three years.

Increase LASIK benefit per eye to $1,500 @ 80%.

Enhance VSP benefit to reimburse frames as outlined
in Exhibit V, Enclosure 3.

The subsidized rates to be paid by employees enrolled in union sponsored plans are
summarized in Exhibit V. The complete list of carrier benefit changes, upon which the
2009 rates are based, are documented in the union request letters attached to

Exhibit V. We have reviewed the changes for all three plans and support them.
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Dental Plan Changes Affecting Represented Employees

The recommended employee contribution rates for County sponsored represented
employee dental plans are summarized in Exhibit I. The 2009 dental rates shown in
Exhibit | are the rates quoted by the carriers for represented employees, except that in
the case of Delta Dental, the rates were reduced by the 2009 subsidies previously
negotiated with the unions and approved by your Board.

The following employee paid benefits enhancements were agreed to by Local 721 for
the Delta Dental PPO:

e Increase annual plan maximum to $1,750 across all three network tiers

e Add orthodontia coverage for aduits and children with a 50% coinsurance subject
to a $1,200 lifetime maximum

e Add coverage for dental implants with 50% coinsurance subject to the annual
plan maximum

o Allow a third teeth cleaning if medically recommended

The Delta Dental PPO contract rates for Local 721 will increase by 16.9%, including the
benefit enhancements. The actual rate increases for 2009 will be lower at 15.1%, as
they include a stabilization reserve credit. The rates are guaranteed through
December 31, 2010.

Currently, the Delta Dental PPO for the CCU and non-represented populations are rated
together. Beginning in 2010, the risk pool for the CCU and non-represented dental plan
will be split and separate renewals will apply. Delta Dental proposed a 3.2% increase
on the contract rates and no increase in the actual premium rates in 2009. Therefore,
CCU employees in the Delta Dental PPO will not see a rate increase in 2009.

The CCU declined to accept any dental benefit changes with a cost impact for 2009.

The prepaid dental plan DeltaCare USA's rates will increase by 4.9% for both Local 721
and the CCU and are guaranteed for two years through December 31, 2010.

SafeGuard’s contract rates are guaranteed through December 31, 2010. The actual

rates for 2009 will differ slightly as they include a credit for 2007 performance guarantee
penalties.
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Life Insurance and Disability Programs for Represented Employees

Basic term life insurance and Accidental Death and Dismemberment (AD&D) rates for
2009 are the same as 2008 and are guaranteed through 2010. Optional group term life
insurance and dependent life insurance rates will be reduced by 10% in 2009 and 2010
due to favorable experience. To support employees called to active military duty,
CIGNA has agreed to allow an increase of life insurance by one level upon military
activation.

Non-Represented Employees

Medical Plan Changes Affecting Non-Represented Employees

Non-represented employees who participate in the MegaFlex and Flexible Benefit Plans
have a choice between Kaiser and four Blue Cross health plans, which include an HMO,
POS, PPO, and a Catastrophic Plan. For 2009, we are recommending waiving co-pays
for preventive care for employees in Kaiser and Blue Cross. Preventive co-pays include
physical examinations, immunizations, mammograms, etc. The goal behind waving co-
pays is to encourage employees to seek preventive care. The County cost of waving
preventive co-pays will be offset from the tobacco user premium currently charged to
non-represented employees. The current fee is $10 per month and will increase to $20
beginning in 2009. Any excess collected from this fee will be used to fund wellness
programs.

The negotiated contract rates for Kaiser will increase 3.0%, while the average increase
in contract rates for the Blue Cross HMO and Blue Cross indemnity plans (POS, PPO,
and Catastrophic) will be 12.7%. In the past, we have averaged the Kaiser and Blue
Cross adjustments for the non-represented employee population and we are
recommending that we continue that practice in 2009. Therefore, overall non-
represented health plan rates will increase by 8.9% in 2009.

In addition, we are also expanding the Vision Service Plan (VSP) network in the Blue
Cross plans from the value network to the full provider network to increase the number
of providers available to employees.

The 2009 negotiated contract rates for the Kaiser Mid-Atlantic plan, for a few CEO
employees working in the Washington, DC area, is community rated and will increase
6.0% for 2009. The Mid-Atlantic plan has a standardized benefit plan design and will
not include the preventive care benefit change.
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Mercer recommends that the County accept the final 2009 renewals offered by Blue
Cross and Kaiser. See Attachment B for their review and opinion.

We recommend that your Board continue the historical County practice of funding any
difference between the negotiated contract cost of these plans and the contribution paid
by the employees. The recommended employee contribution rates are summarized in
Exhibit I1.

Dental Plan Changes Affecting Non-represented Employees

The recommended employee contribution rates for County sponsored non-represented
employee dental plans are summarized in Exhibit Il. The Delta Dental PPO rates have
been reduced by the 2009 County subsidies previously approved by your Board.

For the PPO plan, the CCU and non-represented populations are currently rated
together. As noted previously in this letter, the County’s risk pool for the CCU and non-
represented populations will be split and separate renewals for each population will
apply beginning in 2010. For 2009, there will be no increase in actual premium rates
except for the increases required for the benefit improvements listed below. The
required premium increases will be entirely paid by employee contributions. There will
be no County cost associated with these changes:

e Increase the Delta Preferred option annual maximum to $1,750

e Add orthodontia coverage for adults and children with a 50% co-insurance
subject to a $1,200 lifetime maximum

e Add coverage for dental implants with a 50% co-insurance subject to the annual
maximum

e Allow a third covered teeth cleaning if medically recommended

The Delta Dental PPO plan contract rates will increase by 12.2%, which include the
employee paid benefit enhancements for 2009. The actual rate increases will be lower
at 9.2%, as they include a stabilization reserve credit.

The rates for the prepaid dental plan DeltaCare USA will increase by 4.9%, and are
guaranteed for two years through December 31, 2010.

SafeGuard's contract rates are guaranteed through December 31, 2010. The actual
rate for 2009 will be slightly lower due to a credit for 2007 performance guarantee
penalties.
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Life Insurance and Disability Programs

MetLife’s rates for supplemental Group Universal Variable (GVUL) life insurance and
the Dependent Life remain the same as 2008 and are guaranteed through
December 31, 2010.

The contract rates for the MetLife survivor income benefit (SIB) are guaranteed through
December 31, 2010. However, the actual rate to be paid by employees for the SIB will
decrease by 10% in 2009 and 2010, due to a surplus reserve transferred to MetLife
from the prior insurer, CIGNA. Any unspent amount at the end of 2010 will be refunded
to the County or used as a credit for the renewal rate proposal for 2011. MetLife has
also agreed for GVUL to allow an increase of life insurance by one level upon military
activation.

There will be no changes in the cost of the Long-Term Disability (LTD) and
Short-Term Disability (STD) rates for 2009.

Changes to the Minimum County Contribution Under the MegaFlex and Flexible Benefit
Plans

Currently, non-represented employees covered by the MegaFlex and Flexible Benefit
Plans currently receive a County contribution expressed as a percentage of salary, but
not less than a minimum “floor” contribution of $987 per month under MegaFlex, and
$735 per month under the Flexible Benefit Plan. For 2009, we recommend that the
minimum contributions be increased to $1,078 for the MegaFlex Plan and $809 for the
Flexible Benefit Plan, due to increased employee health and dental insurance costs.
These adjustments would be initially reflected on the County pay warrants issued on
January 15, 20089.
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Upon adoption of the recommendations contained herein, the County Counsel will
prepare the ordinances, including benefit plan amendments and contracts, necessary to
implement the recommendations.

Respectfully submitted,

SL. Dbher—

WILLIAM T FUJIOKA
Chief Executive Officer

WTF:SRH:DL
WGL:WW:df

Attachments (11)

C: Executive Officer, Board of Supervisors
Auditor-Controller
County Counsel
Department of Human Resources
SEIU Local 721
Coalition of County Unions
Mercer
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COUNTY-SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS

FOR REPRESENTED EMPLOYEES

EXHIBIT |
Page 1 of 2

CURRENT 2008 RATES AND PROPOSED 2009 RATES

Coverage Current Proposed Percentage
Plan Option Category® 2008 Rates® 2009 Rates” _ Change
CIGNA Network HMO 1 $346.95 $334.14 -3.7%
Choices 2 $689.62 $663.96 -3.7%
3 $794.28 $764.75 -3.7%
CIGNA Network POS 1 $622.56 $599.57 -3.7%
Choices 2 $1,104.85 $1,063.86 -3.7%
3 $1,159.08 $1,116.08 -3.7%
KAISER 1 $415.85 $448.77 7.9%
Choices 2 $826.26 $892.10 8.0%
3 $959.33 $1,035.71 8.0%
KAISER 1 $387.68 $425.94 9.9%
Options 2 $778.36 $854.88 9.8%
3 $902.34 $991.10 9.8%
PACIFICARE HMO 1 $338.86 $375.43 10.8%
Options 2 $687.65 $761.52 10.7%
3 $796.01 $881.59 10.8%
PACIFICARE PPO 1 $894.80 $1,056.27 18.0%
Options 2 $1,810.13 $2,136.23 18.0%
3 $2,096.82 $2,474.64 18.0%

2 1 = Employee only
2 = Employee + 1 Dependent
3 = Employee + 2 or more Dependents

® Rates reflect current negotiated County subsidies



EXHIBIT |

Page 2 of 2
COUNTY-SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS
FOR REPRESENTED EMPLOYEES
CURRENT 2008 RATES AND PROPOSED 2009 RATES
Coverage Current Proposed Percentage

Plan Option Category * 2008 Rates® 2009 Rates” Change
DELTA DENTAL 1 $21.09 $21.09 0.0%
Choices $35.20 $35.20 0.0%

3 $52.62 $52.62 0.0%
DELTA DENTAL® 1 $31.66 $39.53 24.9%
Options 2 $52.80 $66.20 25.4%

3 $79.29 $99.79 25.9%
DELTACARE USA® 1 $13.83 $14.51 4.9%
Choices & Options 2 $22.81 $23.93 4.9%

3 $33.74 $35.40 4.9%
SAFEGUARD® 1 $10.19 $10.21 0.2%
Choices & Options 2 $19.70 $19.72 0.1%

3 $25.70 $25.72 0.1%

& 1 = Employee only

2 = Employee + 1 Dependent

3 = Employee + 2 or more Dependents

® Rates reflect current negotiated County subsidy.

¢ Delta 2009 rates for Options are guaranteed through 2010.

9 DeltaCare USA rates are guaranteed through 2010.

¢ SafeGuard Rates are guaranteed through 12/31/2010. SafeGuard rates for 2009 rates reflect
a credit adjustment for 2007 performance guarantee penalties.



EXHIBIT Il

Page 1 of 1
COUNTY-SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS
FOR NON-REPRESENTED EMPLOYEES
CURRENT 2008 RATES AND PROPOSED 2009 RATES
Coverage Current Proposed Percentage
Plan Option Category” 2008 Rates® 2009 Rates” Change
BLUE CROSS CaliforniaCare HMO 1 $227.85 $248.00 8.8%
2 $445.66 $485.00 8.8%
3 $467.48 $509.00 8.9%
4 $528.67 $576.00 9.0%
BLUE CROSS PLUS POS 1 $344.29 $375.00 8.9%
2 $691.26 $753.00 8.9%
3 $707.50 $770.00 8.8%
4 $789.15 $859.00 8.9%
BLUE CROSS Catastrophic 1 $176.23 $192.00 8.9%
2 $353.60 $385.00 8.9%
3 $359.06 $391.00 8.9%
4 $415.29 $452.00 8.8%
BLUE CROSS Prudent Buyer PPO 1 $439.11 $478.00 8.9%
2 $806.19 $878.00 8.9%
3 $837.19 $912.00 8.9%
4 $969.96 $1,056.00 8.9%
KAISER 1 $227.85 $248.00 8.8%
Flex/Megaflex 2 $445.66 $485.00 8.8%
3 $467.48 $509.00 8.9%
4 $528.67 $576.00 9.0%
KAISER - 1 $227.85 $248.00 8.8%
MID-ATLANTIC 2 $445.66 $485.00 8.8%
3 $467.48 $509.00 8.9%
4 $528.67 $576.00 9.0%
DELTA DENTAL® 1 $21.10 $25.05 18.7%
Flex/Megaflex 2 $31.04 $38.42 23.8%
3 $35.25 $42.36 20.2%
4 $52.68 $63.36 20.3%
DELTACARE USA® 1 $13.83 $14.51 4.9%
Flex/Megaflex 2 $23.89 $25.07 4.9%
3 $23.72 $24.89 4.9%
4 $34.43 $36.13 4.9%
SAFEGUARD® 1 $10.19 $10.21 0.2%
Flex/Megaflex 2 $19.12 $19.14 0.1%
3 $21.56 $21.58 0.1%
4 $28.16 $28.18 0.1%

2 1 = Employee only
2 = Employee + Child(ren)
3 = Employee + Spouse
4 = Employee + Spouse + Chil(ren)

® Rates, where applicable, are net of County subsidy; except that the premium charged to an employee whose
benefits are subject to COBRA is the carrier quoted rate plus an administrative charge as prescribed by COBRA.

¢ Delta Dental rates for 2009 reflect County subsidies.
9 DeltaCare USA rates are guaranteed through 2010.

¢ SafeGuard Rates are guaranteed through 12/31/2010. SafeGuard rates for 2009 rates reflect a
credit adjustment for 2007 performance guarantee penalties.



EXHIBIT Il
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LIFE, ACCIDENTAL DEATH AND DISMEMBERMENT
AND SURVIVOR INCOME BENEFIT PROGRAMS
CURRENT 2008 RATES AND PROPOSED 2009 RATES

Monthly Cost per
$1,000 of Insurance

COUNTY-PAID BASIC GROUP TERM-LIFE INSURANCE $0.275 $0.275

OPTIONAL GROUP TERM LIFE INSURANCE
FOR REPRESENTED EMPLOYEES

Employee: The monthly premium per $1,000 of insurance is based on the employee's age as
shown in the following table:

Age 2008*° 2009%°
Less than 30 $0.047 $0.042
30-34 $0.080 $0.072
35-39 $0.090 $0.081
40-44 $0.100 $0.090
45-49 $0.150 $0.135
50-54 $0.230 $0.207
55-59 $0.430 $0.387
60-64 $0.660 $0.594
65-69 $0.942 $0.848
70 and over $1.813 $1.630
Dependent Term Life Insurance: 2008° 2009°
Cost per month per $5,000 of coverage, no matter $1.091 $0.982

how many eligible dependents employee may have.
Coverage is offered in increments of $5,000 up to $20,000.
Dependent care coverage premium is charged to the employee.

2 Rates are guaranteed through 12/31/2010.
® The County subsidizes 15% of the monthly premium.
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LIFE, ACCIDENTAL DEATH AND DISMEMBERMENT
AND SURVIVOR INCOME BENEFIT PROGRAMS
CURRENT 2008 RATES AND PROPOSED 2009 RATES

OPTIONAL ACCIDENTAL DEATH & DISMEMBERMENT INSURANCE - Cost per Month

Current 2008 Rates* Proposed 2009 Rates*

Employee & Employee &
Employee Employee Only  Dependents Employee Only  Dependents
Coverage Pian G Plan H Plan G Plan H
$ 10,000 $0.21 $0.41 $0.21 $0.41
$ 25,000 $0.52 $1.02 $0.52 $1.02
$ 50,000 $1.05 $2.05 $1.05 $2.05
$100,000 $2.10 $4.10 $2.10 $4.10
$150,000 $3.15 $6.15 $3.15 $6.15
$200,000 $4.20 $8.20 $4.20 $8.20
$250,000 $5.25 $10.25 $5.25 $10.25
$300,000 $6.30 $12.30 $6.30 $12.30
$350,000 $7.35 $14.35 $7.35 $14.35

These rates apply regardless of employee's age. If Plan H is selected, all eligible dependents will be
insured automatically.
* Rates are guaranteed through 12/31/2010.
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Page 3 of 4
LIFE, ACCIDENTAL DEATH AND DISMEMBERMENT
AND SURVIVOR INCOME BENEFIT PROGRAMS
CURRENT 2008 RATES AND PROPOSED 2009 RATES
OPTIONAL GROUP VARIABLE UNIVERSAL LIFE INSURANCE
FOR FLEX/MEGAFLEX PARTICIPANTS
Employee: The monthly premium per $1,000 of insurance is based on the employee's age as
shown in the following table:
Current Current
Age 2008 Rate* 2009 Rate* Age 2008 Rate* 2009 Rate*
20-24 $0.045 $0.045 66 $0.826 $0.826
25-29 $0.056 $0.056 67 $0.879 $0.879
30-34 $0.065 $0.065 68 $0.979 $0.979
35-39 $0.067 $0.067 69 $1.088 $1.088
40 $0.078 $0.078 70 $1.197 $1.197
41-42 $0.079 $0.079 71 $1.323 $1.323
43 $0.088 $0.088 72 $1.469 $1.469
44 $0.100 $0.100 73 $1.613 $1.613
45 $0.111 $0.111 74 $1.786 $1.786
46 $0.121 $0.121 75 $1.968 $1.968
47 $0.132 $0.132 76** $2.186 $2.186
48 $0.154 $0.154 77 $2.476 $2.476
49 $0.164 $0.164 78" $2.794 $2.794
50 $0.175 $0.175 79** $3.148 $3.148
51 $0.197 $0.197 80** $4.064 $4.064
52 $0.207 $0.207 81** $4.690 $4.690
53 $0.228 $0.228 82** $5.116 $5.116
54 $0.251 $0.251 83** $5.579 $5.579
55 $0.284 $0.284 84** $6.078 $6.078
56 $0.305 $0.305 85™* $6.631 $6.631
57 $0.338 $0.338 86** $7.211 $7.211 -
58 $0.381 $0.381 87** $7.846 $7.846
59 $0.425 $0.425 88 $8.526 $8.526
60 $0.478 $0.478 89™* $9.225 $9.225
61 $0.538 $0.538 90** $9.941 $9.941
62 $0.594 $0.594 91** $10.694 $10.694
63 $0.639 $0.639 92** $11.465 $11.465
64 $0.708 $0.708 93** $12.263 $12.263
65 $0.736 $0.736 94** $13.071 $13.071

* Rates were previously Board approved and are guaranteed through 12/31/2010.
Employee cost for Megaflex employees is half of actual premium. The County pays the other 50%.

** For employees age 76-94 who remain in County service, County will subsidize the difference between the employee's
cost of coverage using the premiums for the employee's actual age and cost of coverage using age 75 rate.



EXHIBIT Ill
Page 4 of 4

LIFE, ACCIDENTAL DEATH AND DISMEMBERMENT
AND SURVIVOR INCOME BENEFIT PROGRAMS
CURRENT 2008 RATES AND PROPOSED 2009 RATES

Dependent Term Life Insurance for Flex and Megaflex Participants

Cost per month per $5,000 of dependent life coverage, 2009 Rate*
up to $20,000. 1.24**

SURVIVOR INCOME BENEFIT - For Megaflex participants enrolled in Retirement Plan

Current 2008 Rates* Proposed 2009 Rates*
Employee Age Employee Cost** Employee Cost** Employee Cost** Employee Cost**
(25% Option)  (50% Option) (25% Option)  (50% Option)
Under 30 0.156% 0.300% 0.140% 0.270%
301to 34 0.192% 0.396% 0.173% 0.356%
35to 39 0.252% 0.516% 0.227% 0.464%
40 to 44 0.360% 0.708% 0.324% 0.637%
451049 0.480% 0.960% 0.432% 0.864%
50 to 54 0.636% 1.272% 0.572% 1.145%
55 to 59 0.912% 1.836% 0.821% 1.653%
60 to 64 1.248% 2.496% 1 .123%‘ 2.246%
65 to 69 1.716% 3.432% 1.545% 3.089%
70 and over 3.048% 6.096% 2.743% 5.487%

* Rates are guaranteed through 12/31/2010.
** Employee Cost for MegaFlex is half of the actual premium. The County pays the other 50%.
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SHORT-TERM DISABILITY, LONG-TERM DISABILITY
AND LONG-TERM DISABILITY HEALTH INSURANCE
CURRENT 2008 RATES AND PROPOSED 2009 RATES
MEGAFLEX SHORT-TERM DISABILITY PLAN
Employee Cost as a Percentage of Monthly Salary:
Current 2008 Proposed 2009
Rates Rates
Income Waiting Income Waiting
Replacement Period Cost Replacement Period Cost
70% 14 Days 0.000% 70% 14 Days 0.000%
100%* 7 Days 0.934% 100%* 7 Days 0.934%
* Reduced to 80% after 21 days
MEGAFLEX LONG-TERM DISABILITY PLAN
Employee Cost as a Percentage of Monthly Salary:
Current 2008 Rates Proposed 2009 Rates
Income PlanE +* All Other PlanE +* All Other
Replacement Retirement Plan Plans Retirement Plan Plans
40% 0.000% 0.040% 0.000% 0.040%
60% 0.117% 0.157% 0.117% 0.157%

* Plan E plus 5 more years of continuous service
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SHORT-TERM DISABILITY, LONG-TERM DISABILITY
AND LONG-TERM DISABILITY HEALTH INSURANCE
CURRENT 2008 RATES AND PROPOSED 2009 RATES

LONG-TERM DISABILITY HEALTH INSURANCE - Cost per month

For Flex/MegaFlex Employees

Current 2008 Rate

75 % Premium 100 % Premium
Payment Payment

$0.00 $3.00
For Represented Employees

Current 2008 Rate

75 % Premium 100 % Premium
Payment Payment

$0.00 $3.00

Proposed 2009 Rate

75 % Premium 100 % Premium
Payment Payment

$0.00 $3.00

Proposed 2009 Rate

75 % Premium 100 % Premium
Payment Payment

$0.00 $3.00
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UNION-SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS
CURRENT 2008 RATES AND PROPOSED 2009 RATES
Coverage Current Proposed Percentage

Plan Option Category®* 2008 Rates® 2009 Rates® Change
ALADS Prudent Buyer Plan 1 $561.24 $601.37 7.2%
Blue Cross Under Age 50 2 $1,094.81 $1,174.63 7.3%
3 $1,257.21 $1,348.68 7.3%
ALADS Prudent Buyer Plan 1 $561.24 $601.37 7.2%
Blue Cross Age 50 and Over 2 $1,094.81 $1,174.63 7.3%
3 $1,257.21 $1,348.68 7.3%
ALADS CaliforniaCare 1 $360.68 $392.77 8.9%
Blue Cross Basic Plan 2 $698.37 $762.43 9.2%
(All Ages) 3 $868.17 $947.79 9.2%
ALADS Prudent Buyer Plan 1 $643.97 $689.89 71%
Blue Cross Premier Plan 2 $1,177.54 $1,263.15 7.3%
Under Age 50 3 $1,339.94 $1,437.20 7.3%
ALADS Prudent Buyer Plan 1 $643.97 $689.89 71%
Blue Cross Premier Plan 2 $1,177.54 $1,263.15 7.3%
Age 50 and Over 3 $1,339.94 $1,437.20 7.3%
ALADS CaliforniaCare 1 $443.41 $481.29 8.5%
Blue Cross Premier Plan 2 $781.10 $850.95 8.9%
(All Ages) 3 $950.90 $1,036.31 9.0%
CAPE Classic 1 $490.00 $564.90 15.3%
Blue Shield 2 $984.56 $1,095.59 11.3%
3 $1,221.56 $1,412.62 15.6%
CAPE Lite 1 $316.00 $335.72 6.2%
Blue Shield 2 $634.56 $698.55 10.1%
3 $813.56 $905.24 11.3%
CAPE PPO 1 $484.42 $560.85 15.8%
Blue Shield (Out-of-state only) 2 $973.45 $1,087.49 11.7%
3 $1,255.22 $1,402.09 11.7%
FIREFIGHTERS LOCAL 1014 1 $457.00 $496.00 8.5%
2 $868.56 $942.56 8.5%
3 $1,030.56 $1,118.56 8.5%

¢ 1 = Employee only
2 = Employee + 1
3 = Employee + 2

Dependent
or more Dependents

® Rates reflect current negotiated County subsidies
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ENCLOSURES TO EXHIBIT V

1. ALADS Request
2. CAPE Request

3. Los Angeles County Firefighters Local 1014 Request



ENCLOSURE 1
AU 7 2008

ALADS Insurance Trust

9500 Topanga Canyon Bivd, Chatsworth, CA 91311
Te! (818) 678-0040 (800) 842-6635 Fax (818) 678-0030

August 5, 2008

Mr. Michael J. Henry, Director
County of Los Angeles

Hall of Administration, Room 579
500 West Temple Street

Los Angeles, California 90012
Via U.S. Mail and E-Mail

Altn: Ms. Marian Hall
Human Resources Manager
Employee Benefits — Deferred IncomeDivision
Department of Human Resources
County of Los Angeles
3333 Wilshire Boulevard, Tenth Floor
Los Anggles, California 90010

RE: ALADS/BLUE CROSS 2009 HEALTHCARE PLAN PREMIUMS
Dear Ms. Hall:

Following are the monthly premium rates for the ALADS Blue Cross Prudent Buyer and
CaliforniaCare medical and dental plans for the 2009 plan year:

Plan Employce Employee +1 Employee +2
Prudent Buyer Basic $601.37 $1,180.07 $1,354.12
‘Prudent Buyer Premier $689.89 $1,268.59 $1,442.64
CaliforniaCare Basic $392.77 $ 767.87 $ 95323
CaliforniaCare Premium $481.29 $ 856.39 $1,041.75

The ALADS plans do provide “Creditable Coverage™ as defined in the Act:
The only Plan change is that for Mertal Health/Substance Abuse coverage, the Plan has been

amended to provide these coverages through Holman Professional Counseling Centers (HPCC):
Attached is an outline of the improved benefits.
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ENCLOSURE 2
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A 5
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Aungust 4, 2008

Marian Hall

Human Resourees Manager

Fmploves Denelis-Delerred nvome Division
County of Los Anseles.

Theprtoment of Humsn Besturves

3333 Wilshire Bowleward

Los Angeles, A 900

Re: 2009 RENEWATL — CAPERIAE SHIELD MEDTCAL PLANS

Dhesur Ma. Hall:

This letler is 4o advise vou of the CAPE Bonedit Trust Bourd of Truslees’ approval uof the
renewal of Blue Shield's aontracty lor e veur 2009 for the CAPE/Blue Shield [oint of
Service {lassic and Lire medical plans, and the out-of-state PFO COBRA medical plan
Attached please find the benetit siruciures sad rates for all three plans.

W have enhanced the wellness. peneric preseripticn drug and sut-of-network oy exsm
henelits for the Classic and Tile plany ax follivaes:

M Added covempe for Penodic Health Exams inder the Classic and Tie PPO amd
Uut-od-Netwark benefit ers — Clasgie, 330 copayment under PPO ter/Lite, 323
copavincnt nnder PO ticr, nokther sabjcet o the deduetible: amd 50% aficr
deductible umder the Oul-oXNelwark ey,

[ Added soverage for Immunézstions under the Classie and Lig PPO and Qul-ni-
Network heme 1l Gers with: the sume hene i struclure as Tistsd above.

[ Reduced generie proseription diug copayments under both the Classie and Tike
plans 1o $S.00 i illed hy & porlicipating pharmaey and S Tur u 90 day supply by
il order.

sal Buulgeand




ENCLOSURE 2

7 Added coverage for mmmiual wee ey undir The Claswe and Tite mndor tho 2RO
anét Duteol-Nutwurk ey for nan-MUR patseders. — upte $60 roitburscnent o
ari wphiltfalnobogist axurrcand 3540 fr an optonstist sy,

1 Reduced the otfice vigincopay voder the COBRAA oul-pl-eren PPCE fo- 520 for
Jonmaizatise, periodic beih sxamns, doclor offize vigils end chiropractic.curg;
increased  cartidr cmngeranes to 90%  foroambolanes woergoey roons ani
hewpiial cire; mereasel: carricr volnsirsace to 0% for doctor office visitsont of
network,

Thare arcnn pther cofe bemdlit changes or 2000 wher than- fwy mandated: segulatory
<hanges. '

Weo wonld appreciate yowr Lmwenling tha 2009 CAPERNC Shisld ;mmiim]- plans”
inforsation to1he Boynd of Supervisors for thicr timely aggrosal.

Sicerely,

CALIFORKIA ASSOCTATIONAE
PROFESREIONAL EMPLOYEES BENEFTY TRLET

5N Pootiaw o
.‘f);i (e PN 1 nqj'x:.irf ton, =

[

Jesbin Wi, Falioe:

Chadnnag

CAPE Buneil Trusl Brire of Irisives

Adtactunens
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ENCLOSURE

Los Anceres Couxry Fme Fiourers
LAICAL 1014 HEALTH AND WELFARE PLAN
3450 FLETCHER AVENUE  ELMONTE, CALIFCRANIA 9573y

{310 §e8-10° 8 (402 GBE-1514 Jwathir Caldornia)
¢ '}f"’rv‘f#f;’
o PG ity 28 Eenie
Fuly 17, 2008

Wariaa Hall

Serigr Muran Resoarces Manager
Coanly of Los Angeles
Depanment of Human Resources
3333 Wilshire Boulevard

Lox Angeles, Califomms 90010

I rer 2000 Plan Year information
Los Angeles County Fire Fighters Local 1014 Health and Welfare Plan

Dizar Ms. Falls

In response e your mxqieest, Tam providing the Sllowing infoamazion segarting 2009
plan design and premime chaxges for the Los Angeles County Fire Fighters Local 1314
Hezalth and Wellare Plan(Plan) that we wish to have incinded in your etter to the Board
of Supervisors. The Plan's Baard of Trustess worked with their Mencer cogsultant b
review claim experience, projections aad costs. The benefit changes aad premiom
ingrenses were spproved by the beard at their meeting of July 13, 200€,

The fllowing are the henefit enhencements to the an offective Januery 1. 2009

Increase in-nstwark cesnseranece fram 80% to 90%

Enciease lifelims maxaom per mdivadual trom $3 800,801 1o §4,080,00
Increase in-natwerk chiropractic visit allowance 1o Blus Cross contract mte,
Increase cut-af-petwak cliropractic msxinue iowance to FL0O0 per visil
Inchude covesspe Tor shingles vaccination under the “Wellness Bepelit™

Cover hearing sids for chilkdren through age 15, $1,000 per ear svery thres yeares,
Increase LASIK benedtt from $1,000 @ 50% per eve o S1500 @80%

Enbtance V5P bervefit w reimbirss frames once cvery 12 months; increage frame
ablowance to 817§, cover blended multi-focal lenses (progressivekpolycarboaate
Jerses, tints, inclediag photech-omics, and antisreflective coating

* % ® 6 ¥

Premium rates for the Plan will insreuse 8.20% for 2009, The actual sonthkly rates whick
aerctoimded to the neavest dollar ave as follews:

Kepresentivg Prafessioed Firafighters fn 34 Citiey gt the Doty of Luw Angaley
AfEaned vtk funevaiomd dvsocintioo of Frre Figlves, SFL-C) v Cafifpmie Prfernonsd Fontistoces, AFL-010

Loty Laia Fedecarioa, SELCHr L & Cowmy Feovrarion &f Labar AN 10 Sl



ENCLOSURE 3

Page 2

Memher Only $ 49600
hembear ¢ 1 Dependent § 948.00
Family F1LIBE00

As always, if you heve any questions or concerns, please call me at (830 660-1014

Sincerely,

v ’ en. ff‘i.f"""m
Alfeed F. Cain, CERS
Admimstrative Manager
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Muarel Huwrns
Pyl

7Y Soulh Figusres Slraet Suibs 1900
Lire Airgadae, CA X017

I 948 322" Fax 313 345 2680
roBrc s Briedcercom

N IR CEL. 2D

Augist 21, 2008

Ms. Warian Hak

Chigf of Cmplaree Deneiits

County of Los Angeles

3333 Wiishire Bouleward Suile 1030
Los Angebss, CA S0015-3101

Subjest:
Summary of 2009 Medical, Dental and Life Renewal Results ang
Recommendations (Representod Plans)

Dear Marian:

The foHowing letter summarizes the 2008 renews! propossls for medical, dental, and fife
plans offered to the representsd employess of tha Coanty af 1 e Segeles {Sounty!,
including our analysis, observetions and recommendztions. The renswal request and
negoliation prozess is outlined in te attached Addetidum.

Medical Plans

Overviaw

For gl represented medical plans, the fofal projetted premium neresss for 2000 is 8.5%, or
$42 .3 milli>ry over 2608 premiums. This incrzase inclodes the £asi of several beneht
anhancernents o the medical and dernital plans, which are explainad in more detai in the
Plinwing rages. This compares to an initial ~enewal ircraase of 8.7% or $43.3 milken,
Negoliated reductions Yo the medical renewsis {exclusive of benefit Jesipn changes) equate
tn $2 8 milion.

After avaluation of ke reaewzl proposals, Mercer recommends that the Counly actept the
final 2009 eenewat incressas offered by CIGNA, PacifCare and Kaiser as outbned in the
fable below. We befieve Ihe renewals are justified for alf plans, 4 summary of key issues,
proposal terms and negoliation resulls are oullined by carrer in the foliowing pages.

CIGMNA Kaiser Choices Kalser Optlons PaciliCane

Fiwd 2009 -1 7% +7.9% +9. 1% +10.¥%
Renews Action

Coii Hirig OuitsBarcing: Investments.
SR L freendaad Frbtar e Bty & Mera%e i L0 e g



Page 2

Augosl 21, 28

M. Marian Halt
County of bos Angeles

CHGHA

CIGN/A initially proposed & 3. 7% reducton in rates forthe HISO and the FPO pans
combined. CIGNAs rating methodology typizally requires s 4% clairt fluctuation margin;
hawawver, fey were able fo use a porticn of ihe fundsin the County's pramium stabilizasion
mserve (PSR, to offset this requirstnent. Their 2008 mites include 2 negative 8.0% magin,
iy order to reduse the fueds ir the PSR,

The HMQ and POS renewals are blended. On a stand-alone besis, e FMO sxperlenca
woulc have resulted in a4.3% decfease 1o Gurent rates, and the PUS raes would decenss
by 3.5%. Using blended rates for 2009 means HMO participants will be subsidizing POS
partivipants (o 3 small degree. which isthe upposite of whset ccourred for 2008,

We reviewed the exoetierice on tha programs and negotialed with CiG3NA on the followng
fssues:

*  Agin previcus yvears, trend was tigher than the County's actusl sxpeisncs, which Fas
bean extrersly ‘avorable

*  The Fremiun Siabdizatior Reserve (PSRY is expecied fo giow t $8.3 milion by the end
of 20048 or approximately 219 of annual pramive; we requested CIONS ae this PSR
further offset the reqLired renenal

The Coungy also requestad (hat CIGNA quole the ¢os! impact to provide preventive car
seryices ar 100%, with no copay. CIGNA indicated there wouid be na rate impact for making
tis changs. Their rationale 15 that masl preventive cae services ave consvad under
capitetion arrangaenants, and the non-capitated services afect smalisr segments cf the
population. The Cheices population declined to make this thange for 2009 bezauss they did
it want 1o vk fhe sssocioked csnge on the Kalser plan, where there wouid have been a
£ast impact.

CIGNA’s fhal proposal aso resulted ina 3.7% decrease. dithough tsy sgreed to shightly
loweesr their trepd faciors, this was offset by uptiated eaperience which was not as favorable
0 priof oxporicnes. As a result, GIGHA held thel: renewal offer the same as fae nilial
propasal.

Our negotiations did eegult in the following;



Page 3

fugus: 21, 208

M5 Marian Hall

Counly of Las Angedes

* Rznewsd commuiment o Iry ta reduce fhe PSR to an accapiable jevel over thenext
severd years; no mere than 6% of premium

v 2007 performance glarares penaties of $165.243 applledto the 2039 rates

The County's financial agreement with S1GNA provides for @ year-emd eesonciliation of
premiums, claims and expenses assucated with e plas, Surpiuses are-gepositec 1o the
PSR and any shortfall is aithérawn from the PSE to the exent lunds are available. The PSR
has grown significartly in recent years, as illastrated in fhe table balove:

2007 2008  zoom
Projected Premium §4%620,561 45885568 343,330,635
Year-end Premium $8621,562 59,328,830 £5,933 410
Btabilizeion Regenve tf0ly
PSR % of Premium 193% 21.3% 13.5%

"CIGNA penjectinn: actial vear-end balance will vary bassd on policy pasr 16suLe.

The Courty will be tilled rales at 2 3.7% decréase from 2008, i addiionat premium is
neeged, CIGNA will use Ihe PSR t fund the plan. We believe il i5 reasonable for the County
b accept CIGNA's cifer fo subsidize a portion ofthe 2009 ate action through the PSR, a5
was done o 2008,

} is our conclusion tvat CIGNA’s final renewal position s justified based on the Counly's
sEpeence.

Kaiser
Kaiser continues 1o caver the majcrify of the County-sponsored reprzsenied plan members;
howeuar, the number has dropped slightey from B1% in 2007 {0 59% in 2008,

Kaisers renewal prepossl was a 7.9% increase for the Choices plan and & 9,1 % increase for
the Ootions prograrm. Both of these are based on the current plan designs for each groip:
Tha lower renewsl for Cholces is reflective ¢f the higher stariing poirt for 2008 — which
included & 1.5% adverse visk inad, Kaiser did not include a risk load for 2008,

In an improvement cver e last two years, Kaiser providec a more delailzd analysis of lhe
rznewal davers - quantifying both the impad of utilization and unit cast caanges by end
within sendce catagoties, Their analysis covered a three vear paviod and will servess a
tasis for future fenewal evaluations.



Piage &

Algirg 23, 008

Ms. Marian Hall
Caunty of Les Angales

Kaiser's renewal was based on the follawing factors:

= Higher County-spacifz utiization, in compatisoe tn (e health plso

+  Kaisers commitnent to continue working with the County a1 SEIU Local 721 on the
cost mitigation goals and objectives

¢ Mo additioral foad 1o nccount for its percspticn of detmloratng visk o the popu alior, as
they have cone in the prior two years, Nole the lower iacresse for Chiioes is reflectve of
the risk load tha: was included in the 2008 rales.

e 2006 performance guaranee penafies of $206,458 tor Qptons, and 598,949 for
Choices

Owr negotatiors with Kaser fagused on the Tollowing areas:

*  In2006 and 2007, Kaiser's year-end results show an acorued surpius of 35% and 4.8%
seapactivaly, which is over and atrre e vaaryin buill ol i maies,

v The County and Local 721's commiimest to the cost mitigation sesls and objectives and
a possible “partrership tredit” io be applied b the rates, which had baen done severa)
yEArS aga

In addition to the rencwal for the current benefits, the County alsé requested the cost ingpact
to cover plavertive care services at T00%, with ro copay, Kaiser's fnat rates including \bis
benefit change resuted it a 0.65% load to the renewsl, or an additional §2.2 millios forboth
Oplians and Choices for 2608,

Anathar key compnnest of this renewatl is the cost of e Wellness grograme for 2009, tome
of which is being pad for by the County and some of ft by Kaiser. The Woeliness prografms
fstuce vaious elements such as parlicipation incentives, communication, administraticn, s
Clinical Seevices Consuiant and reportng. - he Gounly and Kaker sgreed o inciude
agpreximately $215.00Q in the Oplions renewal rates and sbow: 3101,803 in the Choices
renewal rates for 2009 (G.1% of pramiumi fe partially cover the ozt of thaes proagoms
Program specifics will be-detarenined by the end of 2008. This Is pas of ¢ 535,000 budgst
gcross all Sourty-sponsored Kaigser plans. Kaiser agreed to trus-up' actes! expenses to this
budget in uture renewals, Kaiser is funding an additonal 3220000 wwaid the wWelness
hitiatives acrags all County represented and non-represenied populatons.

After sevesal rounds of negotiations wits Kaiser, they emained unwiiing lo refuce their
reneval position, in part because of the County's stalus as & simifar sized subscriber group
(B8B83, with respoct fo the Federal gesernment, which lirits Kaizes's ability 1w negatiste
with ceriai groups. We mcommend that the County contirus fo menitor smeging
expanience for equity in Kaiser's raling Jalns o+ ksses aver severs! years, Kaiser cid
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Augesl 21, 2208

Ms. Manizn Hall

Gounty of Los Angsles

mdicete that they would be willing o dizcuss a self-lunded plan for the County of LA amd
although there 1t sufficient dala lo determivs whethar that is o good option for the Gourty
at thiz tirme, it may he warth ransidsring in the fudure.

The Options papulalion eected to accept the preventive care benefs enhancemenis,
rwasulting in 2 final renewaal of 9.7%; howaver, Chaoices dechned this change, so ther renawal
remans at 7.9%.

PacifiCare

PasifiCare initiclly proposed a 12.1% increase fof the HME plan s & 17.8% increass for

e PO plan, based on ihe following fectors:

«  Current benedit plan desigas

= 5192 203 inperfarmance guarantee penaitias for 2008 and 2007

«  Reducsd amourt af rsk for pedormance guatantes penalifes from 2% of premium to &
fizt $2.5 million,  diffsrence of over $700,000,

* Inztusion of $112,000 for cisease management programs and 50,000 for relaled
cenmunicalion malesials

PacifiZare also provided the oost of additional Wellness programs for 2008, which were
«stimated at $358,000. Thase pragrams include hcenfivas, anline Haalth Risk
Assessneita, angd Teleplwoniv cuading, arnng other lems.

Hegoliations with PecifiCare targeted the folowing areas:

= Credit ‘or their increasing membership

»  Inzeeasing their amount atrisk for parformance guaranies panalfes fo 2% of pramium,
ae it his been previoualy

= Increasing their commitment to funding of Wellness pregram activities

As wilhc the other camiers, we equested the cost lmpact of covering preventive care at
100%, witt no member copay. PacifiCare indicated this would be worth about 1. 1% of
pramiam, or an addhiona: $152,600 for both the HMO and PRO planz.

PacifiCare's final rerewal offer resylied in & reduction an the HMO increase 10 10.5%, for a
savings of aimast $2.3 miiion. 1hey wese not willng lo revize their 17.8% renewal %or the
PPO plan. The Optiges population ageeed to accept the prevenfive care enhancements
which sesdlt irs a final renewat of 10 9% cwaeall, 17 5% for the HUO and 17.9% for the BPO.

Pacificare's final rerewal included the iollowing adjusiments:
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County of Los Magales.

*  Updatitg of mare curent glaims experiance amt reduced trend

¥ Agreement to increase the amsunt at risk for pedfarmance guaraitees 1o 2% of prenium

s Agresment fo fund the Wellness program for 2008, insluding, telzphnnic crsrhng,
insantives, Wellness sortd, onine HRtAS, anc 8 specified number of junch and lears’,

" Prevertive cara 2004y wavers

W believe thal PacifiCare has Justified their renews! position and that tha Caunty shoud
wcceft their offer.

Bental Plans
We believe the deirtsl sevewals e jusiifiod and shoud be accepted by T oy,

BeltaPantal PPO

The cureert Deita plans sre gearasteed thiosgh 123008, snd Delts’s indial renewal
proposal was for the hvo year period baginning 114/0%

For the PFO pian, ihe CEoices population and Flex/MagaFlex populations are currantly
fated lugelinzr and Se Oplions group Is mied on s oW, i The funsre, He County's (5K pool
for Choices anc FiexifsegaFlex wil be split and separafe renewals for eash pepulation will
&pply for 2010, In cenjunction with this thange, oaly 3 one year rate guaranies will apply to
the Choices plan; Delta propozed a 3.2% Increase on the conbract rates and a 0% norease
¢n {he billed rates.

for the Optlons program, Delis proposed a 2.1% increass to the Biled retes and a 4.2%
increase to the conbact rates. Contract rales ans quaranteed for hwo years.

Hilled rates are lower thay cottrad) rates due 1o the availatle stabilization reserve, & podtion
ef the rates will be subsidized by the funds in the pramium slabiizalisn reserve attho ond of
1he contract pediod, This subsidy equates toabout 495 of prefiium for Oplions over two
years and 8% of premium for Choces for one year,

'Ehe Cptions pepulatan decided toaccept the foliwing Benefit enhancements:
Insrease annual maximuey tn 31 750 acevss 28 three nebwork tiers

= Add orhodentia coverage for siults and children; 50% coinsurance subject o a $1,200
lifetime masimur

= Afg coverage for dental implarts; 53% COINSHiance subjectto arnual plan maximurm

= Aliow g third covared cleaning f medicslly recommended
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Choices declinad to aceept ary dental benedit changes with 2 cost impset for 2000,

Delta’s reraswa: proposal includes the fellowing heneft change at no additional cost:
= DRe AQUoRal ceaning or pregnan woren

For Oplions, thase changes resultin a final increase of 15.19% cn the hilled ralrg and 16 9%
on the contract rates, These rates are guarantead for bwo years. The fingd Choices ranewal
is & rate pass on the billed ratas for orie yesr, and & 3 2% increase on the conlract rates,

DeltaCare USA - DHMO

Dells proposed a 4.0% increase on the DellaCany USA deatal HIMO plon, v is prinaily
based on dentzl trand and the County's actual wilizativn, Ralesare guatanteed fol twa
years, through 2010,

DeltaCare proposed some minor changes tc the fee schedule, including coverage for teeth
whitenlng. Dus to Section 128 reguiations probibiting covorage for cosmotic procadures, it is
our resarmmendation that the County exclude coverage forteeth bleaching vnder the plan,

Safeguard Prepaid Denta)

The Safeguard rates are in a guarantee through 12/39/10; however, the bitled rates will be
shightly lower than e coatract rates for Z00Y 10 sccount tor $5 24¢ In pelosnrsnce
tuaraniee penatties for 2007

Life and AD&ED

CIGNA Life

The CIGNA Life and AD&D pians are I rate guarantess through 1 2/31/40; however, due to
favorabie [fre exparience, we pursued a rate reductionon the aptions! and depandent fife
rates for 2009, CIGNA intially agreed to reduce rales by 5%, bit further negolialions
ragulted ina 109 decrease in oplienal and dependand iife mtes or appraaimalaly $2 5
milfion in savings.
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Caunty of kes Angales

Althargh CIGNA did reduce the rates for 2009, we recommendthe County consider

marketing the [fe and AD&EX for 2010, or as soon a5 possible thereafier, o ersure that the
mort enmpaditie: rates pogsible are in pluee.

¥ you have any questions or need addiional infomaton regarding say o° the renewals,
please 16t me Kow.

Sincaraly,

i

Marci Burns
Principal

Copy

Bill Lynes — Cousnty of LA

Bilt Seott - Mercer, Los Angeles
Jeff Whitrran - Mercer, Las Angeles
Ann Gillespia - Morcar, Lo Angeles
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Addendum

Procass

The renewal request, analpsis ane negotintion e mulli-etsp progescos, eoaducted aver a
period of several months. A planning meeting with the County begins the process, in which
ebjectives for the folowing plan year ate established, Staketiclders include the Coanty,
Unions (Coatition of Cousty Unians and SEIW-Local 721, Union corsaitsns and Wercer.

Based onthe planning sreating disrussiong a Requast for Renews| (RFR) is drafisd and
eviewed by all stakzholders. The RFR includes:

+  Glated assumplions and agyuierients, fHiduting o submissonr lafer 10 be signad by a
compeny oficerwith the autherity 1 bind their preposasl

*  (Questonnaire e1compassing sarrier fingncia’ results, prescripticr drugs and povider
issues, hedth and pesductivity management, adwinisiration, and quaity issues.

+  Pan parformance axiibile comparing the County’s past plan resuits % the camiers’ book
of buginess results

= Rate guotalion, rate develbpmant and projeced easl echibis
= Beneefii design and contrack changes
¥ Parfarmance guaraniees

Al stakehoiders submit reguested charges lo the drall, Thase are reviewed and
incorporated inio the final RFR, which iz then eslevscd to tic carrizrs.

Carmier proposals are subrmifted to all siakeholders at the same time, Following a review and
analysis pariod, Mescer drafts negoliation lettars for each plan, The drafty are reviewed by
the County and the Union corsultants, and their respective comments ars acarponted
befnm raleare o the cariers. Weekly siatus confarance calls sre cenducted between
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Ms. Mariar Halt

Chief of Emplayee Beneits
Counly of Los Angelss
3333 Yhlstire Baulevard
Los Ageles, CA 90010

Subjoct: Bummary of 2009 Medlcel, Dental, and Life Rencweal] Rosults and
Recommendations {(Honrepresented Plans)

{ear Warisn:

Thiiy fedbes saromarizas e veouibs of o melysis sod reguliaghus of e 2008 eosyl
proposals ‘or medical, dental, and e pans offered 1o the non-rapresented employzes of the
County of Los Angales [Counly). In addifion, it presants Mercers recommandations for gach
plan,

The rencwal requesl end negetialion pracess is cutlined in the altached Addendum.

Medical Plans

Qverview

For the non-rapresented medical plans, the iotal projested presium increases jor 2009 is 8.9%
cr $8.8 milion. This increasa inclodes the costof several baneft enhancerments 1o the medical
pians, which are exgpialned In mare dgetall In the followhg pages. This cCOMusTes (o ap intlat
incresse of 9.2% or 9.1 millicn for the current plan designs. Negotiaied savings, excluding
ranaft desiqn changes, were almsst $1.2 mitlion The Blue Crozs program is self-unded and
expected and maximum fabilty costs are projected. The Bue Crose expecied costs are the
Lasis for the renewals outlingd in this lefter,

After our analysis of the renewal propozatls, Mercer sesommends thst the County accept the
firsgl 2008 renewals sffered by Blue Cress and Kaiser A summary of ey issues, negotiation
rasuliz and the propasat lerms are outlived below by carrier.

) Cengsiasing, DTS rang Javestmants
Dereicas pockied by Merte Heatfnd Beoydy (LG ?
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Blue Cross

Blge Cross intisl renewal proposs. 1of he current pian designs, befbre negotiaions, was a
13.7% incrzase across all plans, or abost 58.2 milion aver 200€. Al pians are funded through &
minimom premiam arrangement with spacific stop loss of $300.000 ser individual. "he
aggregale stop loss s currently sel at 1208 of projecisd claims for afl plas, however, for 2009,
the aggregate fimit wilk ba 115% for the MG plan, and 120% for the other plaas.

in reviewing Blue Cross” original renewal proposal, we identilied several key issues:

= Higher than needed medizal trend factors, Blue Grosa wtilizes book-ol-busness trend
faclors for this group. Actual experience Sor the County has shown a bwer irend

= Significant increase in inpstient hosgpital claims

» | arge incerase in poaling ehanges

*  No inclasion of & clairs cradit % offset the cost of the disease mansgemend programs, as
the exgerience does aot reflect the: impack of the program.

» Additional pharmaey whbates that were ast rellected in the sleims projeation

As a result of negotistions, Blue Cross updated fheir daim projections and lowered their pooling
charges ard refenticrs, reduging the overall mngwal toan 11.5% inctease, or & savings of
aAlmast $1.1 milion basec on the current plan designs. Alsc imporiart fo note, the maximum
Tiability o the RO plan wae educed 1o 118% of sxpacted claime, az oppoesad to 1299%, which
taducsd the Counly's polentia llatility on this pla,

Additionally, Blue Cross agreed fo apply an experience credit to the raie development,
cfaeling the cost of the disease management programs — 380 Degree Haalth. The fees, which
are: incdnded in (b retantan partion of b renawal cates, amoaet ta abnd 3285003 for 2006

Visior benzfits for the HNO, POS, and PPO plans are offs'ed on a non-garticpatiry insured
£3gIs through ah arranRgemen betveen Blus Cross ard VEP. 'Tere s aiso g portion of the
vision benefit - coverage for lazer eye surgery - which is selfiinsured by the Counly. Utiization
¢f the Lasic benefit has baen kbwer that projecied, sathe equivaient rates for that sortion of the
vision benefit are decreasing. The overall 2009 vision cost projsction for the irsured plan and
the Lasik coverage is lower than cerrent 2008 costs.

Blue Gross provided their 2007 peformancs guaranises fegort shd spplie the penalty of
$329.285 10 the County’s April 2008 invoice, go there is no direct impsct o the renswal,

The Counly alsy requested the cost impact for the foflowing benefit changes:
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v Covering prevenive care setvicas at 100%, with ny copay; bereasing the clains prejection
by akout $330,000 for 2003.

»  Expanding the current VSP netiork from the alue nebwork to the full provider network
svhch umulré norease iha msmed ;mrtiad an‘l*y r.-l !he V‘ZF* renewsl *ﬁtss iy about 122%

costs.

The County glacted 1o adopt the benefit changes above, which 1esulied in a final Blue Cross
reneial 0f 12, 7%, o 7.8 millien aver expeded costs for 2308, Prajerted 2009 magimumn
tiabifity for ihe Elue Crass plars, m:iudmg vision, is $77.2 million, bsaed on the current
earcliment by poduct.

We believe Blue Grass’ most recent renewal propasal is justified anc recornmend that the
County accepi it. Howaver, Blue Cross should continue fo work with the Courty on
APPErLRINES 10 better jderdify and Mmanage iNPAROT SQITIS driving the renawe:,

Kaiser

Kaise:'s renewal for ihe rop-reprezented plan based on current bensfits was ¢ 2.2% increass,
or about $856,C00 over 2008 costs. Their renewsl proposal included thie fallowing:

v Higheat County-specifi trend factors thar Kaisers book of Dusiness faciors

»  Approximately $38.000 included in be rxtes for Wallness programs

2008 prdormance guaranes proaflies of $37.357

in an mprovercant cver the last two years, Kaise: provided 8 more celalled analyss of the
renewal drivers — quantifring hoth the impad of uiiization snd unit cost changes by aad within
service cakegores. Their analvsis coveted athree year period snd-witl serve as a taseling for
future renewal evalations.

Dur negotisticns with Kaser focuszd on the following areas:

= In200G and 2007, Kaisers yeorend res.lts show an ascrued swplus of 3.5% and 4,0%
respeciively, which is over and above the magin built ito their rstes.

= Request that Kaiser provide a detaiied analysis of the plan's utitization, which we have done
in each of the past severa! years, to support feir ienewal pegiticn,

Another key somponard of this reabwal ls tha coet of the Wellnese progrome for 2008, eome of
which is being paid kr by the County and scme of it by Kaiser, The 'Wellnass srogiams include
various elements such-as parlicipation incenfives, commuricatien, administrafion, a Clinicsl
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Senvices Consultant and reporting, The Counly agread tu include approximatey $33,000 in the
2009 TlexMegeFlex rates to parially cover the cost of these prograris. This i2 partof &
$350,000 tudget across all County-sponsared Keiser plans. Kaker sgreed 10 true-up’ actual
expenses {o this budget in future renewals. Program specifcs will be determined by theend of
2008, Kaiser is ‘unding an additional $220,000 toward the Wellness inktiatves across all County
represenied and non-represented populations.

Alter sevaral rounds of negotiafions-with Kaiser, they remained yowiling Yo reduce their
renswal posifion, in part tecause of the County’s status as a similar sizéd subseriber group
(SS86GY, with respect to the Federsl government, which fimis Kaizars ability to negotiate with
cartain groaps. We sssommend thal the Cotnty comtinue fo motiior emerging sxpesiance for
Equity in Kaisers ratng gains or losses over several years, Kaiser did indinabs that they woit
be wiking 1o discuss a self-funded plan for the County of LA.; and albhough there isn't sufficient
data W detzrmine whether that is a good opton for the County at this Line, it may be worlh
considering i the fune,

Thera is cLrendly ome arploves covered by the Faiser Mid-Atlantic plan. which is community
rated snd has a standard red olan design. Rates for this plan wil Incraase by £% for 2009.

The Guunly elecled o meke o berehil Chamge, waying sopeys fe poeyenBve Gane Saviies,
which results ina final renewsal inctease of 3.0%, or $1.15 million. THs change does not apply
to the Mid-Atlantic pler.

Dental Plans
We believe the dental repewais are justified snd shoukd be accepled by the County.

Delta Dental PPO
The carrept Deta plans are guaranteed theousgh * 2/31/08, 3nd Deita's inidsl renewal proposat
was for the twa yaar periad beginning 1/1/0€.

For the PPO plan, the Choices population and Flex/MegaFlex populaiions are currently rated
10gethar. 1 the Tutune, the SOURLY'S sk poo: for Gholtes and FieoMegariex will be spit and
separate renewals for gach popilation will aoply ‘or 2010, I eojuncion with his thange, only
& one year rate quaranlee will apply 1o the Choices plan: Delta progosed a8 3.¢% increase on
the contract rates ard a 0% increass o thi bifled rates.
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Billed rates are ‘ower than contractrates due to the availabie stabilizeion resarna, A potor: of
the rates will be subsidized by the funds in the premium stabilization ressrve & the end of the
cantract parfad. This subeidy equates 10 abodt 8% of premiam for the one year period.

The Couniy reviewed several plan alternatives and elected fo make the following changes for

2009:

= Increnting the arnual masimym te £, 760681 200031 200

= Acding orthedontia coverage for adults and chitdren; 503 cofnsurance subject 1o a $1,200
hifetime maximon

v Aed coverage for denal implarts; 50% cainstrance subjact bo arnual plan maximumn

v Adlaw athisd covered cleaning T medicslly recommended

v Separsting the Fex and Choices populations eo they will rated independently gaing forwand

The reneval proposal inciudes the following benefit change at no sddithoral ceat:
= one addmioral cleanng for pregnant women

these changes result in a final increase of 2% an the hilled rales and 12.2% on the contract
rates. These rakes are guaraniesd for ane year.

DeltaCare USA ~ DHMOD

Delta proposed a 4.9% increase on the DeftaCare USA dental HMO plan. which is primarily
based on cental trend and the County’s actusl ullization. Rates are gunrantoed forts pears,
gl 2010,

DettaCare proposed sama minar changes o the fee schedals, Poluding coverage for teeth
whitening. Due to Seclior: 125 regulations prohibling coverage or cosmichic pragedures, it is
aur recommendatior that the County exclude coverage forteeth Bleaching under the plan.

Safeguard Prepaid Dental

The Safeguard rales are in & quaranies through 12/3110; however, the billed rates will be
gightly lower than the conbrac: fales for 2004 o zecount for $56,247 [x perfiormance guarantez
pensbies {across ail plans) for 2007.

Basgic Life and ADED - CIGNA Life
The basic ife ard AD&D plans are currently in a -ate guarsniee through 12/31140,
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Survivor Income Benefit

I he non-represented optional and depeadent tife pian was moved Trom CIGNA Lite to Meilire
efectize 1/1/07. The MegaFlex Sunvivor income Benedit portion of the plan was a particlpating
arangement wilh CIGNA. CIGNA has performed a finat accounting of the plan and deteTrined
that & suepls of $755 839 is refuncable to the County. Premivms undir this policy are shared
batweazn the County and plan patticipants. The County was presented wilh several options to
handie this refund, aad the following approach will apply:

= The surplus will be transfered 1o MetLife and a separats interest bearing aocount will be
established

v The account will ne used 1o buy-down the premium res for the remaining two years.of
their race periad, 2008 and 20300

= Biked rates will bz reducac by 10% lor the remaining two years whille zontmct rates are
cortinged al the curnent level. The difference betwaen the dwo rines it the amount diawn
trom the fund each quartsr, with an accounting gives © the Coenty Tu wadh uarberly
tremsaction,

«  There wilk likely te seme msidual funds el atthe end of tha dwe years that can be refunded
to the Caunty or used as a crecit for the renewal rate popoeal for 2011,

This approach has the merit of having & third parly deal witx the secsunting tranascions. In
addition, employee raric pants will have reduced rates for [he next tee years, and the "snap

alternatives.,

Mercer dose not hardle te engaing consailting fer the Motlife SIB progrem, but helped
negotale e terms of the balance transfer.

1 you have any questions about the above miprmatior, pleasge gae me a call 10 diseuss.
Sincaraly,

Marci Burrs
Principal
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Copy.

Bilf Lyaes — Gounty of LA

Wayne Witard -~ County of LA

Jaff Whitman - llercer, Los Angsies
Ann Glllespie - Mercer, Los Angeles
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Addandum
Process

The renewal recuest, anaysis and negotiafion are multi-step precesses, candusted over a
paried of several moaths. A plannirg meeting with the County beging fhe process, in which
ojectves lor the follawing plan year-arg eslablisked. Stakeholdars for the Kor-represented
pan irclude the Caounty and Mercer,

Based on tie planning meeting discussions, g Request for Renewai |REE) is drafted and
reviewed by all stakeholdars. The RFR ingludes:

«  Stafoed acsunptions and requiremerts, including a eubmieeion leter te be signed by 5
company oflicer with the authority fo bind thel praposal

*  Questiohaare encomaassing carrer financial results, prescription drugs and provider
ssues, health apd produst vity manageimend, adimitistration, and qually issues

»  fian performance extibits comparing the County’s pas! plan resulis to the carriers’ book of
business resulls

» Rale quotation, raie development and: projected cost exhibits
*  Benefit design and conlract changes
= Perknniance yusianiees

# stakehclders submit requested changes o the draf. These sre reviewed ard incorporated
into the final RFR, which s then released 1o the carriers.

Carricr propooaels art sukmiitcd to all stohcholdors ot he same Hme, Fallowing & review and
analysis period, Merser deafts negotiation leters for each plan. The drafts are reviewed by tha
Lounly, and their comments ate insorporstes belore ralease to the carrisrs. Weekly starus
conference calls are conducted beween Mercer and tae Caunty o discuss the renawal resuds,
negotatior process and any apen iSsUes.
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Tiesapanses to the negotistion elters are due frose the sairises prioe fo the rerewal mestings.
Again, the respenses are deliered to &l stakehoklers concurrently. Fingl issues are reviewed
and prepaned for the renewal meetings.

Two-tour enawat meetings are canducted with each rarrier, Atendees nclude representatives
fiom DHR, CEQ snd Marer, as well as the carrisr representsiives. The carrie: reprasentalivas
generally include actountsales management, financial, oparations, and redicaliprovider
ndtaticns personnel. [ssues discussed during the meslings nclude: rite develcomentiproposal
rates, perdormance guaraniees, RFR devigtioms, network contracting gnvironment, healh
promofion programs and gualty intiafives, Cutstanding issues and requasts for recuced rates ~
where arang nf npporfuniy ewst « s identiia for each carrer Frlivwing the meating, rarriars
must respond to all identified issues in writing to all stakehokdsrs,

The review and negotiation pracess continues untll all open issies ae resohied or the carre’
has presented theis inal sffer. The negotiation doas not always rezit in egreemend or
garticuiar tapics: however. it may result in overall business concessisns from the carriers.
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